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LOST HILLS WATER DISTRICT

RULES AND REGULATIONS
FOR
DISTRIBUTION AND USE OF WATER
(Wat. Code, § 35423)

The Board of Directors of Lost Hills Water District hereby publishes the
rules and regulations for the distribution and use of water within the District.

ARTICLEI.
RULES OF INTERPRETATION
1.00. Introduction.

The rules of interpretation contained in article I hereof shall govern the
interpretation of these rules unless the context otherwise requires.

1.01. Authority.

These Rules are established and published under the authority of Water
Code sections 35423 and 35424.

1.02. Effective Date.

These Rules shall become effective upon publication under Water Code
section 35424.

1.03. Purpose.

These Rules are intended to implement the California Water District
Law (Division 13 (commencing with section 34000) of the Water Code) and the Water
Supply Contracts with respect to the administration, operation and maintenance of
the District Project. In the event of any conflict between these Rules and the Water
Supply Contracts, the latter shall control.

1.04. Severability.

If any provision of these Rules, or the application thereof to any person
or circumstance, is held invalid, no other provision shall be affected.

vi
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1.05. Captions.

The captions of articles and sections of these Rules shall not define the
scope, meaning or intent of these Rules.

1.06. Definitions.

The definitions contained in article II hereof shall govern the
interpretation of these Rules unless the context otherwise requires.

1.07. Amendments.

The reference to any law, agreement, or policy shall include all
amendments and additions thereto, heretofore or hereafter made.

1.08. Tenses.

The present tense includes the past and future tenses; and the future
tense includes the present.

1.09. Gender.
The masculine, feminine or neuter gender shall include the other.
1.10. Singular; Plural.
The singular or plural number shall include the other.
ARTICLEII.
DEFINITIONS
2.00. Agency.
"Agency" means the Kern County Water Agency.
2.01. Annual Entitlement.

"Annual Entitlement” means the amount of Entitlement Water set forth in
section 11.00 of the Water Supply Contract

2.02. Board.

"Board" means the Board of Directors of the District.

130



2.03. Buyer.

"Buyer" means a holder of title to land who is a party to a Water Supply
Contract and any successor in interest of the Buyer in any part of the Buyer's Land.

2.04. Buyer's Administrative Charge.

"Buyer's Administrative Charge" means the charge computed in the
manner provided in section 8.00(e) of the Water Supply Contract.

2.05. Buyer's Agency Charge.

"Buyer's Agency Charge" means the charge computed in the manner
provided in section 8.00(b) of the Water Supply Contract.

2.06. Buyer's Delivery Charge.

"Buyer's Delivery Charge" means the charge computed in the manner
provided in section 8.00(d) of the Water Supply Contract.

2.07. Buyer's District Capital Charge.

"Buyer's District Capital Charge" means the charge computed in the
manner provided in section 8.00(c) of the Water Supply Contract.

2.08. Buyer’s ID9 Charge.

"Buyer’s ID9 Charge" means the charge computed in the manner
provided in section 8.00(f) of the Water Supply Contract.

2.09. Class 1 Land.

"Class 1 Land" means land within the District subject to a Water Supply
Contract.

2.10. Class 2 Land.

"Class 2 Land" means land within the District not subject to a Water
Supply Contract.

2.11. Connection Service Charge.

"Connection Service Charge" means the charge established from time-
to-time by the Board for the construction, acquisition and installation of a turnout.
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2.12. Contract Entitlement.

"Contract Entitlement" means the amount of Entitlement Water set forth
in Table | of the District Contract.

2.13. District.

"District" means Lost Hills Water District, a California water district
organized and existing under and by virtue of the provisions of Division 13
(commencing with section 34000) of the Water Code.

2.14. District Contract.

"District Contract" means the agreement between the Agency and the
District dated November 10, 1966 as heretofore amended and as may be hereafter
amended, supplemented or replaced.

2.15. District Project.

"District Project” means those certain facilities that have been
constructed by and are presently being operated and maintained by the District and
any future facilities that may hereafter be constructed, or otherwise acquired, and
operated and maintained by the District.

2.16. Entitlement Water.
"Entitlement Water" means the water delivered by the Agency to the

District as part of the District's Contract Entitlement and water delivered by the
District to the Buyer as part of the Buyer's Annual Entitlement.

2.17. Manager.

"Manager" means the person appointed by the Board to manage the
affairs of the District.

2.18. Interruptible Water.

"Interruptible Water" means Project Water available to the District
under article 15(e) of the District Contract.

2.19. Master Contract.

"Master Contract” means the agreement between the State and the
Agency dated November 15, 1963 as heretofore amended and as may be hereafter
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amended, supplemented or replaced.

2.20. Permanent Transfer Policy.

"Permanent Transfer Policy" means the District's duly adopted policy
for the permanent transfer of entitlement to Project Water as heretofore amended
and as may be hereafter amended, supplemented or replaced.

2.21. Project Water.

"Project Water" means all water made available to the District by the
Agency under or because of the District Contract.

2.22. Rules.

"Rules" means the District's Rules and Regulations for Distribution and
Use of Water.

2.23. Service Area.
"Service Area" means the geographical area of the District within which
(a) the District is obligated to deliver Entitlement Water, (b) the Water Users are

obligated to pay for the delivery of Entitlement Water, and (c) the Water Users are
generally served through the same system of works.

2.24. State.

"State" means the State of California, acting by and through its
Department of Water Resources.

2.25. Supplemental Water.

"Supplemental Water" means any water acquired by the District from
the Agency, other than Project Water, and any other water acquired by the District
from any source other than the Agency.

2.26. Turnout.

"Turnout" means the delivery structure installed by the District in
accordance with the Water Supply Contract.

2.27. Water Shortage.

"Water Shortage" means a condition during a particular Year when the
total amount of Entitlement Water to be made available by the Agency to the District
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during that Year under the District Contract is less than the District's Contract
Entitlement for that Year.

2.28. Water Supply Contract.

"Water Supply Contract” means a contract between the District and a
holder of title to land in the District for the purchase and delivery of Project Water.

2.29. Water User.

"Water User" means any holder of title to land in the District with whom

the District has executed a Water Supply Contract.
2.30. Year.

"Year" means the twelve month period from January 1 through
December 31.

2.831. Zone 1.

"Zone 1" means Zone 1 of ID9S. The boundaries of Zone 1 may be
changed from time-to-time in the manner provided in Chapter 2.2 (commencing
with section 35520) of Part 5 of Division 13 of the Water Code.

2.32. Zone 2.

"Zone 2" means Zone 2 of ID9. The boundaries of Zone 2 may be
changed from time-to-time in the manner provided in Chapter 2.2 (commencing
with section 35520) of Part 5 of Division 13 of the Water Code.

ARTICLE III.
ADMINISTRATION OF DISTRICT
3.00. Board.

The Board shall govern the administration of the District.

3.01. Meetings of Board.

(@) Reqular Meeting.

The regular meeting of the Board shall be held without notice at
nine o'clock in the morning on the fourth Thursday of each month at the
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District's Administration Office at 3008 Sillect Avenue, Suite 205,
Bakersfield, CA 93308, or such other place as the Board may provide
by resolution. If at any time any regular meeting falls on a holiday,
such regular meeting shall be held on the next business day. If by
reason of fire, flood, earthquake or other emergency, it shall become
unsafe to meet at the place designated, the meeting may be held for the
duration of the emergency at such place as is designated by the
President of the Board.

(b) Adjourned and Special Meetings.

Adjourned meetings and special meetings may be held from
time-to-time and at such places and in such manner as is authorized by
law.

3.02. Officers.

The officers of the District shall be a President, a Secretary, a Treasurer,
and such other officers as may be elected or appointed by the Board from time-to-
time to perform such duties as may be designated by the Board. The duties of such
officers shall include the following:

(a) President. The President shall:

¢))] be the principal executive officer of the District and,
unless otherwise determined by the Board, shall preside at all
meetings of the Board;

) sign deeds, notes, bonds, contracts or other
instruments authorized by the Board to be executed, except in
cases in which the signing and execution thereof is expressly
designated by the Board or by these Rules to some other officer
or agent of the District or is required by law to be otherwise
signed or executed; and

(8) perform in general all duties incident to the office of
President and such other duties as may be prescribed by the
Board.

(b) Secretary. The Secretary shall:

¢))] keep the minutes of the meeting of the
Board in one or more books provided for that purpose;
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) see that all notices are duly given in accordance
with these Rules or as required by law;

3) be custodian of the District records and of the seal
of the District and affix the seal of the District to documents, the
execution of which on behalf of the District under its seal is duly
authorized in accordance with the provisions of these Rules; and

“4) perform in general all duties incident to the office of
Secretary and such other duties as may be assigned by the
Board.

(c) Treasurer.

The Treasurer shall see that all funds and securities of the District
are deposited with the District's depository and in general perform all
the duties incident to the office of Treasurer and such other duties as
from time-to-time may be assigned by the Board.

(d)  Other Officers.

Any Vice President shall exercise the authority of the President
in the absence or unavailability of the President. Any Assistant
Secretary shall exercise the authority of the Secretary in the absence or
unavailability of the Secretary. Any Assistant Treasurer shall exercise
the authority of the Treasurer in the absence or unavailability of the
Treasurer.

3.03. Manager.

The Manager shall be responsible for the administration, construction,
operation and maintenance of the District Project and is responsible directly to the
Board.

3.04. District Emplovyees.

The Manager shall supervise the activities of all District employees in
connection with the operation and maintenance of the District Project and all other
activities of the District. District employees and other persons authorized by the
Manager shall have access at all times to all lands being served by the District
Project for the purpose of conducting District business which may include the
following:

(a) The inspection of the lands upon which Project Water is
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being applied for the purpose of determining compliance with the
terms of the Water Supply Contracts or other agreements for the supply
or delivery of water.

(b) The inspection, maintenance, repair or modification of
facilities of the District Project.

(c) The determination of improper use or wasting of Project
Water.

ARTICLEIV.
ALLOCATION OF WATER
4.00. Introduction.

The District's primary source of water is Project Water, that is, water
made available to the District by the Agency under or because of the District
Contract. Most of the District's Contract Entitlement has been allocated to Water
Users under their Water Supply Contracts. A Water User may apply for more or less
than its Annual Entitlement in the manner provided in section 4.01 hereof. The
District will attempt to obtain all of the water needed by the Water Users and will
allocate such water under section 4.02 hereof. Finally, it may be necessary for the
District to allocate or reallocate water when the amount of water available to the
District is inadequate to meet the needs of all Water Users and the District will do so
under section 4.02(a) hereof.

4.01. Applications.

@) Requests On or Before September 1.

A request by a Buyer that water be made available in any Year in
an amount greater than its Annual Entitlement for that Year or in an
amount less than its Annual Entitlement for that Year, made in
accordance with the Water Supply Contract, shall be "timely made" if
received by the District by four o'clock in the afternoon, local time, on
September | of the Year preceding the Year during which the Buyer
desires more or less than its Annual Entitlement. All timely made
requests shall have the same priority in time and shall be deemed
made at four o'clock in the afternoon, local time, on such September 1.
A request shall constitute an offer by the Buyer to purchase the
requested water from the District. The request shall be irrevocable
until the District accepts the request and agrees to make such water
available to the Buyer or until the next December 31, whichever first
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occurs. The request, to the extent accepted by the District, shall
constitute a contract on the part of the Buyer to purchase water from the
District at the applicable rate established by the District in the manner
provided in article V hereof or, if no such rate has been established, at
the rate agreed to by the District and the Buyer. A request received by
the District by 4:00 p.m., local time, on September 1 of the Year
preceding the Year during which the Buyer desires more than its
Annual Entitlement shall no longer be deemed “timely made” after the
District accepts the request and agrees to make such water available to
the Buyer or after the next December 31, whichever first occurs.

(b) Requests After September 1.

All requests for additional water received by the District after
September 1 of a Year prior to the Year of delivery will be considered
and acted upon by the District in a fair and equitable manner. Buyers
who request additional water will be notified as to the availability of
water, the estimated cost thereof, and such other information as may be
material so that they may determine whether they wish to purchase
additional water. When appropriate, pools will be established and
water will be allocated among Buyers pro rata on the basis of each
Buyer's Annual Entitlement.

4.02. Allocation of Water Supply to Class 1 Lands.

(a) Introduction.

If water is not available to the District in an amount sufficient to
satisfy the requests of all Buyers for the delivery of water in amounts
greater than their Annual Entitlements, the available water shall be
allocated first among the Buyers whose requests therefor are timely
made and next to Buyers whose requests are not timely received by the
District. Ifthe amount of water made available to the District is reduced
after the District has made an original allocation thereof, the remaining
available supply thereof shall be allocated or reallocated, as the case
may be, pursuant to the allocation procedures contained in this section.

(b) Pooled Entitlement Water.

All Entitlement Water made available to the District as a result of
requests timely made for reduced deliveries shall be pooled and shall
be the first water used to fill the requirements of those Buyers
requesting that water be made available to them in amounts greater
than their allocation of Entitlement Water. If the requests for pooled
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Entitlement Water exceed the amount of such water available to the
District, the available water shall be allocated pro rata among Buyers
on the basis of each Buyer's Annual Entitlement.

(c) Supplemental Water.

Water required by the District to satisfy the demands of Buyers
desiring the delivery of water in amounts greater than the aggregate of
their allocation of Entitlement Water and their allocation pooled
Entitlement Water, shall be obtained by the District, to the extent
possible, from the Agency or from any other outside source which may
from time-to-time become available. If the requests for Supplemental
Water exceed the amount of such water available to the District, the
available water shall be allocated pro rata among the Buyers on the
basis of each Buyer's Annual Entitlement.

4.03. Assignment of Entitlement Water.

A Buyer may assign the right to receive Entitlement Water under its
Water Supply Contract to any person for use on Class 1 Land without the prior
written consent of the District. A Buyer may not assign the right to receive
Entitlement Water under its Water Supply Contract to any person for use on Class 2

Land without the prior written consent of the District. A Buyer may not assign the
right to receive any other water allocated by the District.

ARTICLE V.
WATER CHARGES AND CREDITS

5.00. Adoption of District Budget.

The Board shall adopt at its regular meeting in June a District budget for
the next Year.

5.01. Establishment of Buyer's Annual Payment Obligation.

The Board shall determine at its regular meeting in June each Buyer's
Agency Charge, District Capital Charge, Delivery Charge, Administrative Charge,
and ID9 Charge for the next Year in accordance with the Water Supply Contract.

5.02. Establishment of Other Water Charges.

(a) Initial Unit Rates.
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The Board, to the extent possible, shall establish initial unit rates
for additional Project Water and Supplemental Water at the time the
District gives each Buyer notice of its annual payment obligation for the
next Year. The unit rate for pooled Entitlement Water shall be the unit
rate established in the manner provided in section 8.01(b) of the Water
Supply Contract. The unit rate for (1) Project Water, other than
Entitlement Water and pooled Entitlement Water, and (2) Supplemental
Water within each Service Area shall be an amount equal to (1) the unit
cost of such water delivered to the District and (2) the unit Delivery
Charge for water delivered into the Service Area, determined without
regard to the use of carryover funds.

(b)  Final Unit Rates.

On or before April 15 following the District's notice to each Buyer
of its annual payment obligation, the District shall reestablish the unit
rate for additional Project Water and Supplemental Water based upon
the latest available information as to the availability of such water. The
revised unit rates for additional water shall be established in the
manner provided in section 5.02(a) hereof.

5.03. Payment of Water Charges.

(@) Annual Entitlement.

The Buyer shall pay for its Annual Entitlement in the manner and
at the times indicated in its Water Supply Contract.

(b) Other Water Charges.

At the time the District gives each Buyer notice of its annual
payment obligation for the next Year, the District, to the extent
possible, shall bill the Buyer separately for (1) pooled Entitlement
Water, and (2) Supplemental Water ordered by the Buyer for the
purchase of which the District must obligate itself in advance of
delivery and for water which the District is not required to obligate
itself in advance of delivery. Ifit is not possible for the District to bill
the Buyer for water at the time the District gives notice to a Buyer of its
annual payment obligation for the next Year, the District shall bill the
Buyer for such water at the District's earliest opportunity. The amount
billed for water for which the District is not required to obligate itself in
advance of delivery (1) shall be deposited by the Buyer with the District
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on or before the date specified by the District, (2) shall be held by the
District as trustee for the benefit of the Buyer separate and apart from
other funds of the District but may be commingled with other such
deposits, (3) shall be transferred by the District to the District's
Operations Fund, and (4) shall become the property of the District as
needed to pay for water delivered to the Buyer. The Buyer shall not be
entitled to any interest on or from the funds so deposited.

5.04. Credits.
@) Non Use of Available Water.

A Buyer who requests and pays for water other than Entitlement
Water in any Year and who thereafter fails to use, accept or otherwise
dispose of all such water shall be entitled to a credit in an amount equal
to the direct costs which the District does not incur or will be refunded
as a result of the reduced delivery of such water requested and paid for
but not used, accepted or otherwise disposed of, to be determined
each Year within each Service Area. The "direct costs" which the
District does not incur or will be refunded shall consist of (1) any credit
due from the Agency or other water supplier resulting from the
reduced deliveries and (2) the average cost of power used for pumping
water into the Service Area. The credit shall be determined by the
Manager as soon as feasible after the end of the Year for which it is to
be determined and shall be applied, without interest, against the next
payment thereafter becoming due to the District from a Buyer entitled
thereto.

(b) Non Availability of Water.

A Buyer who requests and pays for water other than Entitlement
Water in any Year and who thereafter is unable to receive the delivery
of any portion thereof because of a reduction in the amount thereof and
a reallocation thereof as provided in section 4.02(a) hereof shall be
entitled to a credit in an amount equal to the difference between the
Buyer's actual total payment for such water and what the Buyer's total
payment for such water would have been if determined on the basis of
the reduced supply of such water. Any credit shall be applied in the
manner provided in section 5.04(a) hereof.
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ARTICLE VI.

SCHEDULING OF WATER SERVICE

6.00. Five Year Schedules.

If a Buyer desires to modify a water delivery schedule, the Buyer shall
file with the District on or before September 1 a preliminary schedule for each
Turnout indicating the amount of Entitlement Water to be delivered each month for
the succeeding five Years through such Turnout. Upon receipt of a preliminary
schedule, the District shall review it and, after consultation with the Buyer, shall
make such modifications as the District deems necessary to insure that the amounts,
times and rates of delivery to the Buyer will be consistent with the District's receipt
of Entitlement Water from the Agency and the State, considering the then current
delivery schedules of all Water Users.

6.01. Monthly Delivery Schedule.

If a Buyer modifies a water delivery schedule under section 6.00 hereof,
on or before December 30 of the Year prior to the Year of delivery, the District will
furnish each Buyer a schedule of monthly deliveries for the next Year. This schedule
will conform to the Buyer's requests for water deliveries as nearly as possible. In the
event that the dates provided for in the District Contract are changed, the dates
provided for

in this section shall be changed so that the time span between dates specified in this
section and the corresponding dates in the District Contract will remain constant.

6.02. Daily Delivery Schedule.

Prior to 12:01 p.m. each Tuesday of each week, each Buyer shall file
with the District a daily water use schedule for the next week for each Turnout of
such Buyer. Buyers shall be informed by the District if any change is required in
their requested schedules. Daily delivery schedules shall be made on the basis of
continuous use of water during the 24-hour period commencing at 7:00 a.m. of one
day and ending at 7:00 a.m. the following day, including Sundays and holidays, and
no allowance shall be made in the service to any Buyer for failure to use the water.
Daily delivery schedules may be revised by notification to and approval by the
District 48 hours prior to the time such revision is to take effect.
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ARTICLE VII.

DELIVERY OF WATER

7.00. Installation of Turnouts.

The District shall install and maintain all Turnouts specified in the Water
Supply Contracts. The Board shall establish the Connection Service Charge
concurrent with the Buyer's written request for the installation of a Turnout.

7.01. Place of Delivery.

All water shall be delivered to and accepted by each Buyer at the
Buyer's Turnout unless otherwise agreed in writing by the District.

7.02. Delivery of Water.

Delivery of water to Buyers shall conform to the daily delivery
schedules or approved revisions thereof. Water deliveries shall be made to Buyers
on a continuous flow basis in 24-hour increments. Required adjustments in the
delivery facilities of the District's project will be made each day beginning at seven
o'clock in the morning and will be completed by nine o'clock in the morning or as
soon thereafter as practicable. The Buyer's system must be designed to receive
water from a Turnout on a continuous flow basis for 24-hour increments. If a Buyer
fails to use the water during a period assigned on the schedule, or if the operation
under the schedule is begun and then discontinued, the Buyer shall nevertheless be
responsible for the water. However, upon notice of emergencies, the District will
give such assistance to the Buyer as may be practicable under the circumstances to
minimize any water losses.

7.03. Change of Place of Delivery and Use.

The District hereby consents to the change of place of delivery and use
of Project Water from any Class 1 Land to any other Class 1 Land, provided that the
Buyer first notifies the District in writing of the proposed change of place of delivery
and use.

7.04. Delivery to Lands Subject to Outstanding Certificates of Sale.

To the extent that a Buyer is otherwise entitled to the delivery of
Entitlement Water from the District, the District will not suspend the delivery of such
Entitlement Water under the terms of the Water Supply Contract because the land
subject to the Water Supply Contract is also subject to one or more certificates of

143



sale issued pursuant to Chapter 4 (commencing with section 36950) of Part 7 of
Division 13 of the Water Code so long as such Buyer is not delinquent in the payment
of its water charges for the Year in which the delivery of Entitlement Water is
requested.

7.05. Limitations.

@) Refusal to Deliver Water.

The District may refuse to deliver water to a Buyer if water is to
be delivered through a private facility which the Manager has
determined is not capable of conveying water without creating damage
to the District Project, or any portion thereof.

(b) Waste of Water.

Water deliveries will be discontinued to any Buyer found to be
wasting water either willfully, carelessly, or on account of defective or
inadequate ditches or pipelines or inadequately prepared land or
improper management and water deliveries will not be resumed until
such conditions are corrected.

(c)  Water Unfit for Domestic Use.

Water furnished by the District will be unfit for human
consumption. A Buyer who desires to use such water for incidental
domestic use must provide, operate, and maintain water treatment
facilities satisfactory to all governmental authorities vested with
jurisdiction over domestic water supplies.

(d) Non-Waiver of Lien.

The lien created by the Water Supply Contract on the lands of a
Buyer shall not be waived or in any manner modified as a result of the
Buyer's changing the place of delivery and use of any water and the
District's consent thereto as provided for in section 7.03 hereof, or the
disposition of water as provided in article VIII hereof.

7.06. Allocation of Capacity in District Convevyance Facilities.

If the capacity of any District conveyance facility is insufficient to meet
the demands of the Water Users served by such facility, the capacity thereof shall be
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allocated among such Water users pro rata on the basis of the annual entitlements
appurtenant to lands served by such facility.

ARTICLE VIII.
DISPOSITION OF WATER
8.00. Entitlement Water and Pooled Entitlement Water.

If (1) a Buyer is unable to put all of its Entitlement Water to reasonable
beneficial use and has either not filed or not timely filed a written request with the
District as provided in the Water Supply Contract and section 4.01(a) hereof or (2) a
Buyer has been allocated pooled Entitlement Water as provided in section 4.02(b)
hereof but is unable to put all of such water to reasonable beneficial use, the Buyer
may dispose of such water to any owner of Class 1 Land within the District for use on
such Class 1 Land if the Buyer first notifies the District in writing of the disposition of
such water. If a Buyer does not so dispose of such water, upon written request the
District will attempt to dispose of such water; provided, however, that such water will
be disposed of by the District only after there has been complete allocation of all
pooled Entitlement Water and after allocation of any other water required to be paid
for, whether or not taken. Any funds received by the District for the account of the
Buyer shall be credited and applied as provided in section 5.04 hereof.

8.01. Supplemental Water.

If the Supplemental Water requirements of a Buyer are less than the
amount of Supplemental Water allocated to the Buyer as provided in section 4.02(c)
hereof, the District, upon written request from the Buyer, will attempt to dispose of
the excess Supplemental Water for the account of the Buyer. Any funds received by
the District for the account of the Buyer shall be credited and applied as provided in
section 5.04 hereof. Except as herein provided or as provided in section 5.04(a)
hereof, a Buyer who receives an allocation of Supplemental Water shall not sell or
otherwise dispose of such Supplemental Water without the prior written consent of
the District.

8.02. Permanent Transfer of Annual Entitlement.

If a Buyer elects to permanently transfer any of its Annual Entitlement to
any person, including the Buyer, for use outside the boundaries of the District, any
such transfer shall be subject to any limitations, conditions, or like provisions
contained in the Water Supply Contract and the Permanent Transfer Policy.
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ARTICLE IX.
UNDERGROUND STORAGE
AND
RECOVERY OF WATER

9.00. Additional Definitions.

The definitions contained in this section shall govern the interpretation
of article IX hereof.

(@) 2800 Acres.

“2800 Acres” means about 2800 acres of land owned by the City
of Bakersfield along the Kern River channel that is used or useful for the
underground storage of water.

(b) 2800 Acre Participation Agreement.

“2800 Acre Participation Agreement” means the agreement
designated AGREEMENT NO. 84-232 between the Agency and the City
of Bakersfield dated October 17, 1984 for the spreading and recovery
of water from the 2800 Acres.

(c¢) Agency Pool Water.

“Agency Pool Water” means water available to the District under
Interlocutory Judgment filed November 15, 1989 in Kern County Water
Agency v. Belridge Water Storage District, Tulare County Superior Court
Case 129839.

(d) Berrenda Mesa Project.

“Berrenda Mesa Project” means about 369 acres of land owned
by Berrenda Mesa Water District along the Kern River channel that is
used or useful for the underground storage of water.

(e) Berrenda Mesa Project Participation Agreement.

“Berrenda Mesa Project Participation Agreement” means the
agreement among the Agency, Berrenda Mesa Water District, the
District, and other public entities dated October 28, 1999 for the
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construction, operation and maintenance of the Berrenda Mesa Project.

@ Cross Valley Canal.

“Cross Valley Canal” or “CVC” means the concrete lined canal
owned and operated by the Agency which extends from the California
Aqueduct near Tupman easterly to the Arvin-Edison Water Storage
District canal.

(g) Cross Valley Canal Participation Agreement.

“Cross Valley Canal Participation Agreement” means the
agreement between the Agency, the District, and others dated
December 22, 2006 regarding the construction and operation of the
Cross Valley Canal.

(h) Kern Water Bank.

“Kern Water Bank” means about 20,000 acres of land owned by
the Kern Water Bank Authority along the Kern River channel that is used
or useful for the underground storage of water.

@) Pioneer Project.

“Pioneer Project” means about 2,233 acres of land owned by the
Agency along the Kern River channel that is used or useful for the
underground storage of water and the Agency’s rights to spread water
or recover water, or both, in (1) the 2800 Acres and (2) the Kern River
channel easterly of the 2800 Acres.

()] Pioneer Project Participation Agreement.

“Pioneer Project Participation Agreement” means the agreement
among the Agency, the District, and other public entities having an
effective date of January 1, 1997 for the construction, operation and
maintenance of the Pioneer Project.

(k) State Pool Water.
“State Pool Water” means water available to the Agency under

Article 56(d) of the Master Contract, some of which may be available to
the District under Article 34 of the District Contract.
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0)) Storage Project.

“Storage Project” means the Pioneer Project, the 2800 Acres, or
the Berrenda Mesa Project, or any combination thereof.

9.01. Relationship of Rules to Agreements.

The Rules in this article are subject to the obligations and limitations
imposed by the Pioneer Project Participation Agreement, if water is stored in and
recovered from the Pioneer Project, the 2800 Acre Participation Agreement, if water
is stored in and recovered from the 2800 Acres, or the Berrenda Mesa Project
Participation Agreement, if water is stored in and recovered from the Berrenda Mesa
Project, and the Cross Valley Canal Participation Agreement. A copy of the Pioneer
Project Participation Agreement, a copy of the 2800 Acre Participation Agreement, a
copy of the Berrenda Mesa Project Participation Agreement, and a copy of the Cross
Valley Participation Agreement are on file at the District’s administrative office and
available for review during normal business hours by any Water User who desires to
spread and recover water under the Rules in this article. Any Water User who elects
to store water in the Pioneer Project, the 2800 Acres, or the Berrenda Mesa Project,
or any combination thereof, and use of the Cross Valley Canal under the Rules in this
article (a) shall be conclusively presumed to have read and fully understood the
terms of each of such agreements, and (b) agrees that nothing in these Rules shall be
deemed to require the District to perform any obligation in conflict with such
agreements.

9.02. Financing of Costs.

The Storage Project costs and the Cross Valley Canal costs are
segregated into (a) capital costs, (b) fixed costs, and (c) variable costs. The
District’s share of the annual capital costs and the annual fixed costs shall be
distributed to all Water Users in the Buyer’s Administrative Charge. The District’s
share of all variable costs for the storage of water shall be distributed to the Water
Users who store water and shall be invoiced to such Water Users as provided in
section 9.04(c) hereof. The District’s share of all variable costs for the recovery of
water shall be distributed to the Water Users who recover water and invoiced to
such Water Users as provided in section 9.06(c) hereof.

9.03. Sources of Water for Underground Storage.

The water made available to the District by the Agency under or
because of the District Contract, i.e., Project Water, includes (a) Entitlement Water,
(b) State Pool Water, (c) Interruptible Water, sometimes referred to as Article 21
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water, and (d) Agency Pool Water. A Water User may store any Project Water in any
Storage Project for subsequent use in the District. A Water User may store other
water in any Storage Project if authorized by the Board.

9.04. Underground Storage of Water.

(@) Request to Store Water.

A Water User who desires to store water in a Storage Project or
the Kern Water Bank shall file a written request with the District on a
form provided by the District. The request may be hand-delivered or
mailed to the District at its administrative office in Bakersfield,
California, sent by facsimile to (661) 633-9026, or sent by e-mail to
admin@lhwd.org. The request shall be signed by the Water User or its
authorized agent. A Water User may revise its request at any time by
delivering a revised request to the District on the same form marked
“revised”. The revised request shall not be effective until received by
the District.

(b)  Allocation of Storage Capacity.

If the District’s allocated storage capacity in the Pioneer Project,
the 2800 Acres, or the Berrenda Mesa Project or the facilities required
to transport water to such Storage Project is not sufficient to meet the
requests made under section 9.04(a) hereof, the available storage
capacity shall be allocated among the Water Users who have filed such
requests pro rata on the basis of Annual Entitlements.

(c) Payment of Transportation and Storage Costs.

The District shall invoice each Water User for the costs incurred
by the District for transporting and storing any water requested by the
Water User to be stored in a Storage Project. The Water User shall pay
to the District its invoiced costs within 30 days of the date of the invoice.
The Water User shall forfeit any claim to such stored water and title to
such stored water shall pass to the District if the invoice is not timely
paid.

9.05. Records.

The Agency maintains records for District water stored in the Pioneer
Project, the 2800 Acres, and the Berrenda Mesa Project. The Kern Water Bank
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Authority maintains records for District water stored in the Kern Water Bank. The
District shall maintain records indicating for each Water User the amount and type of
all water in storage in the Pioneer Project, the 2800 Acres, and the Berrenda Mesa
Project and the amount and type of any Project Water stored in the Kern Water Bank.

9.06. Recovery of Stored Water.

(@) Request to Recover Water.

A Water User who desires to recover water from a Storage
Project or the Kern Water Bank shall file a written request with the
District on a form provided by the District. The request may be hand-
delivered or mailed to the District at its administrative office in
Bakersfield, California, sent by facsimile to (661) 633-9026, or sent by
e-mail to admin@lhwd.org. The request shall be signed by the Water
User or its authorized agent. A Water User may revise its request at any
time by delivering a revised request to the District on the same form
marked “revised”. The revised request shall not be effective until
received by the District.

(b) Allocation of Recovery Capacity.

If the District’s allocated recovery capacity in the Pioneer
Project, the 2800 Acres, or the Berrenda Mesa Project, or any
combination thereof, or the facilities required to transport water from
such Storage Project is not sufficient to meet the requests made under
section 9.06(a) hereof, the available recovery capacity shall be
allocated among the Water Users who have filed such requests pro rata
on the basis of Annual Entitlements.

(c) Payment of Transportation and Recovery Costs.

The District shall invoice each Water User for the costs incurred
by the District for transporting and recovering any water requested by
the Water User to be recovered from a Storage Project. The Water User
shall pay to the District its invoice costs within 30 days of the date of the
invoice. The invoiced amount, or any part thereof, shall be deemed
delinquent if not timely paid. Interest on the delinquent amount shall
accrue at the rate of 10% per annum from the delinquent date until
paid. The District, if it so elects, may terminate any water deliveries to
the delinquent Water User until the delinquent amount and all accrued
interest have been paid.
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9.07. Appurtenancy.

All water stored by a Water User in a Storage Project is appurtenant to
the Water User’s land in the District.

9.08. Assignability.

A Water User may transfer to another Water User, in place, any water
previously stored by the transferor Water User in a Storage Project. The transfer
shall not be effective until the transferor and the transferee, individually or jointly,
provide the District with written notice of the amount and type of water transferred
from each Storage Project.

9.09. Transition Provision.

If a person has water in storage in a Storage Project prior to the
effective date of the Rules in this article but is no longer a Water User, the water
stored shall become appurtenant to the land of such person in the District if the
person subsequently becomes a Water User or the person may transfer such water
to a Water User under section 9.08 hereof.

ARTICLE X.
MISCELLANEOUS PROVISIONS

10.00. Operation and Maintenance of District Project.

The operation and maintenance of all of the District Project shall be
within the exclusive control of the District. No person shall be allowed to make any
opening in, cut, plow down or otherwise interfere with or weaken any bank of any
facility of the District Project.

10.01. Prohibitions.

(@) Pumping Into Canals and Pipelines.

No private pumping into or from District canals or reservoirs
shall be permitted. No private pumping into District pipelines shall be
permitted, except those pipeline laterals in which a rejection structure
has been installed and the water in the pipeline downstream of the
structure is controlled by the Buyer.
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(b) Structures.

No structures of any kind whatsoever, shall be placed in, on, or
over any District canal or pipeline by anyone, except as such are
approved, both as to location and character of construction, by the
District.

(c) Nuisances.

No rubbish, swill, garbage, manure or refuse, or dead animal or
animal matter from any barnyard, stable, dairy or hog pen shall be
placed in or allowed to be emptied into any canal, reservoir, or
pipeline of the District.

(d) Waste Waters.

No waste water shall be discharged into District canals or
pipelines without the written consent of the District.

(e)  Private Interference.

Attention is directed to Penal Code section 592 which provides
as follows:

"(a) Every person who shall, without authority of the
owner or the managing agent, and with intent to defraud, take
water from any canal, ditch, flume or reservoir used for the
purpose of holding or conveying water for manufacturing,
agricultural, mining, irrigating or generation of power, or
domestic uses is guilty of a misdemeanor.

"(b) If the total retail value of all the water taken is more
than four hundred dollars ($400), or if the defendant has
previously been convicted of an offense under this section or any
former section that would be an offense under this section, or of
an offense under the laws of another state or of the United States
that would have been an offense under this section if committed
in this state, then the violation is punishable by imprisonment in
the county jail for not more than one year, or in the state prison."
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10.02. Availability of Public Records.

All public records on file with the District shall be made available for
review and inspection of landowners within the District, or any other interested
party, during the normal business hours of the District. Copies may be procured of
all such public records which the District can reproduce at its office upon the
payment of reasonable reproduction charges as shall be established by the
Manager. Copies of those public documents which are not capable of being
reproduced at the District's office may be procured by making appropriate
arrangements with the Manager for the safe delivery thereof to a person determined
by the Manager to be capable of safely reproducing such documents, and all costs of
such reproduction shall be borne by the party requesting the copies.
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